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TABD

AUTHORIZATION PROCESS FOR DIRECT PURCHASES FROM PRIME VENDORS

Task: Evaluate the organization's controls and procedures designed to prevent unauthorized purchases from
Prime Vendors. Recommend applying the GAO internal control principle of "separation of duties" when
establishing procedures and controls for prime vendor purchasing (i.e., a separate party approves all prime
vendor purchases before they are initiated.). Financial policy requires all organizations to establish internal
controls in this area. For more information: DFAS-IN REGULATION 37-1 (CHAPTER 9)

Background: Past IMA evaluations of garrison activities discovered that without proper controls in this area,
activities may directly order from a prime vendor without the certifying approval of a proper authority (e.g.
approval of the Director Resource Management, the Division Chief, Garrison Commander, etc.). During FYO05,
an evaluation uncovered a situation where a mission activity at one installation in the Northwest Region had
purchased $17 million worth of supplies and equipment from the prime vendor (i.e., Defense Logistics Agency)
without proper approval. During FY04, an evaluation in the Pacific region found that a garrison activity had made
improper purchases from a prime vendor (i.e., a designated contractor), which resulted in $278K for supplies
being charged to the wrong fiscal year, estimated $156K in wasted time, $82K annually wasted in unnecessary
overtime and an estimated $9K annually for unnecessary additional contracted work.

Suggested evaluation questions:

Does the organization have a written policy and procedure that requires staff members to obtain
approval from a separate authority prior to making a prime vendor purchase?

Does the written policy/procedure appear to be appropriately applied and executed by staff?

Are budget analysts assigned to track and execute funding for all direct prime vendor purchases IAW
DOD financial policy?

If the prime vendor purchase procedure is outlined within a contract statement of work (SOW), are the
applicable parties within your organization following the SOW procedures correctly, and is the
appropriate party enforcing the SOW?

Give 2-3 examples:

From your evaluation, do you find that your organization overall is making only authorized prime vendor
purchases?
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Describe how evaluation was conducted:

List and attach documentation that illustrates the evaluation (e.g., datacall memo and responses; samples
of data; interview notes; memos for record; email messages; ISR data; PMR results; audit report; etc:)




